COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

ELECTRONIC APPLICATION OF LOUISVILLE )

GAS AND ELECTRIC COMPANY FOR AN ) CASE NO.

ADJUSTMENT OF ITS ELECTRIC AND GAS ) 2016-00371

RATES AND FOR CERTIFICATES OF PUBLIC )

CONVENIENCE AND NECESSITY )

ORDER

The matter is before the Commission upon a motion filed by Louisville/Jefferson
County Metro Government (“Louisville Metro”) to compel Louisville Gas and Electric
Company (“LG&E”) to respond to certain discovery requests propounded by Louisville
Metro to LG&E. In particular, Louisville Metro seeks responses to its Initial Requests for
Information (“Initial Requests”), Iltems 68, 69, 70, 71, 75, 76, 77, 78, and 97. Items 68,
69, 70, and 71 request information concerning expenditures for community events that
were either held or funded from January 1, 2014, to December 31, 2016, by LG&E,
LG&E and KU Services Company, LG&E and KU Energy LLC, and PPL Corporation,
respectively. Louisville Metro contends that the information it seeks relates directly to
expenditures by LG&E within its service territory and that the information goes to the
reasonableness of the proposed rate increase. With respect to information related to
LG&E and KU Services Company, LG&E and KU Energy LLC, and PPL Corporation,
Louisville Metro asserts that LG&E, LG&E and KU Services Company, and LG&E and
KU Energy LLC are wholly owned subsidiaries of PPL Corporation; that LG&E is

projected to pay dividends to Louisville and KU Energy LLC; and that “in their answers



to the data requests cited above, LG&E made quite literally hundreds of references to
[LG&E and KU Energy LLC] and other related companies, indicating that the companies
have some level of contact that is related to this rate case.”
Item 75 of Louisville Metro's Initial Requests states as follows:
Regarding LG&E’s answer to the PSC’s 1% and 2™ data
request, state how much money was, or will be, transmitted

between KU and LKE during:

a. The period beginning January 1, 2012, and
concluding December 31, 2016;

b. The Base Period, as defined for purposes of
this case;
¢ The Forecasted Test Year, as defined for

purposes of this case; and

d. The forecasted period from January 1, 2017, to
December 31, 2020.

Louisville Metro contends that the information sought in Item 75 relates to
revenues or expenses between Kentucky Utilities Company (“KU”), LG&E's sister
company, and LG&E and KU Energy LLC within the relevant time periods. Louisville
Metro notes that KU and LG&E and KU Energy LLC are both owned by PPL
Corporation. Louisville Metro further maintains that LG&E and KU pay dividends to
LG&E and KU Energy LLC and that LG&E has made references to LG&E and KU
Energy LLC multiple times in its application and in discovery responses, which,
according to Louisville Metro, indicates that the companies have some level of contact

that is related to the instant matter.

' Louisville/Jefferson County Metro Government Motion to Compel Responses from Louisville
Gas and Electric at unnumbered page 3. See also, Louisville Metro Motion at unnumbered pages 4 and
5.
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Items 76 and 77 of Louisville Metro’s Initial Requests seeks the same type of
information as requested in ltem 75, except Item 76 seeks information regarding
monetary transactions between LG&E and KU Services Company and LG&E and KU
Energy LLC and Item 77 seeks information regarding monetary transactions between
“unregulated entities” and LG&E and KU Energy LLC.

Iltem 78 of Louisville Metro’s Initial Requests seeks information regarding any
public disclosures required to be made with respect to any monetary transfers between
“unregulated entities” and LG&E and KU Energy LLC. Louisville Metro contends that
the request only seeks publically available information, which should not be a burden on
LG&E to provide.

Item 97 of Louisville Metro’s Initial Requests states as follows:

Provide a schedule showing the dates, expense, and details
associated with tickets or subscriptions (including those to
KFC Yum Center, PGA, and Actors theater [sic], Louisville

Slugger Field, Broadway Series, and other venues and
events) purchased in the years 2014, 2015, and 2016 by:

a. LKE

b. LG&E

6. LKS

d. LG&E and KU Capitol LLC
e. PPL Corp

f. PPL Electric Utilities Corp
g. PPL Services Corp

h. PPL Capitol Funding, Inc.
i, PPL Energy Funding Corp.
) PPL Energy Supply, LLC
k. PPL Montour, LLC

Louisville Metro contends that the information sought in Iltem 97 is relevant
because LG&E has suites, box seats, and reserved seating at many venues located in
the city of Louisville and LG&E is seeking additional revenues and an increased return

on equity from its ratepayers who reside in Louisville to purportedly fund these fringe
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benefits. Louisville Metro further contends that the entities listed in Item 97 are under
the PPL Corporation corporate umbrella and that LG&E routinely conducts business
transactions with those affiliates. As such, Louisville Metro argues that the information
sought is relevant to determine whether “those business transactions include
purchasing fringe benefits on behalf of LG&E....”

On February 10, 2017, LG&E filed a response objecting to Louisville Metro’s
motion to compel. LG&E argues that the discovery requests at issue seek information
that is not relevant to whether LG&E’s proposed base rates are fair, just, and
reasonable and are not calculated to lead to admissible evidence. LG&E also argues
that the requested information is not relevant, and therefore not discoverable, because
the information was not included in the cost of service submitted in this matter and
LG&E is not requesting rate recovery of these costs from its customers.

With respect to Items 68, 69, 70, 71, and 97 of Louisville Metro’s Initial Requests,
LG&E contends that this information relates to shareholder contributions to charitable
and civic causes and that they are below-the-line expenses which LG&E has not
included in its cost of service. Thus, LG&E argues that the community event expenses
are not relevant to evaluating the proposed changes in base rates. LG&E also notes
that the request seeks information that is outside of the forecasted test year and,
therefore, the requested community event expenses are not within the time period
relevant for ratemaking purposes. In regards to the discovery requests seeking similar
information from LG&E and KU Services Company (ltem 69), LG&E and KU Energy
LLC (Item 70), and PPL Corporation (Iltem 71), LG&E asserts that there are no costs

related to community events from these affiliates that are included in LG&E’s cost of

? Louisville Metro Motion at unnumbered page 9.
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service and thus these expenditures are not relevant to the instant proceeding.
Similarly, LG&E argues that the discovery request seeking expenses relating to tickets
or subscriptions at sporting and entertainment venues in Louisville have no relevance to
the instant proceeding because those expenditures are not included in LG&E’s cost of
service.

With respect to the discovery requests which seek information on monetary
transfers between KU and LG&E and KU Energy LLC (ltem 75), LG&E and KU Services
Company and LG&E and KU Energy LLC (ltem 76), and “unregulated entities” and
LG&E and KU Energy LLC (Item 77), LG&E contends that the information sought in
these requests is not relevant because it is not part of LG&E’s cost of service and does
not affect LG&E’s requested rates. LG&E acknowledges that transfers of money
between it and LG&E and KU Energy LLC are relevant and for that reason did provide
such information in response to Louisville Metro Initial Requests, Item 74. However,
LG&E contends that KU's transfers to LG&E and KU Energy LLC have no bearing on
the rates LG&E has proposed because those transfers are not part of LG&E’s cost of
service, dividend payments, capital structure, or capital contributions.

Having reviewed the pleadings and being otherwise sufficiently advised, the
Commission finds that the discovery requests at issue are not relevant to LG&E's base
rate application. We note that the information that Louisville Metro seeks relating to
community event expenditures, sporting and entertainment expenditures, and monetary
transfers between affiliates not involving LG&E are not included in LG&E’s cost of
service for purposes of recovering those expenses in LG&E's base rates. Because the

expense information sought by Louisville Metro has no bearing on the determination of
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the reasonableness of LG&E's proposed revenue increase, Louisville Metro’s request to
compel disclosure of this information should be denied.
IT IS HEREBY ORDERED that Louisville Metro’s motion to compel is denied.

By the Commission

ENTERED
MAR 0 9 2017

KENTUCKY PUBLIC
SERVICE COMMISSION

ecutive Director
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